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OPENING YOUR OWN OFFICE:
WHAT IS THE COST? |

By Edward Poll Your Own Office
Page 1

CONGRATULATIONS! YOU'VE MADE THE DECISION TO GO SOLO, TO OPEN
YOUR OWN OFFICE, AND TO BUILD YOUR OWN DESTINY. THERE'S SO MUCH
TO DO AND SO LITTLE TIME TO DO IT, IT'S HARD TO KNOW WHERE TO START.
LET’STAKE A LOOK AT THE MAJOR EXPENSES OF OPENING A SOLO PRACTICE.

A Placeto Be

Obviously, you need a place to practice. Today, there is more than one
option. First, you can work out of your home. Thisisthe least expensive
route since you are already paying rent or a mortgage, and you will not
have to duplicate the expenditure by renting separate office space. But,
there are distinct disadvantages such as being out of the mainstream of
lawyer and client contacts, as well as having to convert living space into
an office that is separated in an effective way so that you can concentrate
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|_ P MT and perform your work. This approach may also increase your marketing Test for MCLE
Im.ma expenses by increasing your travel costs to reach clients and compelling Credit
you to go outside of your home to a restaurant or other facility to meet Page 9
After reading this clients and prospects as well asto interact with other attorneys.
article, you can Another solution is to rent barrister or executive space from landlords
earn MCLE credit who specialize in short-term rental agreements with lawyers and other

by completing

professionals. The cost of this space is less than a full suite of offices,
the test on page 9

but more than the cost of working out of your own home. In this case,
for an office and secretarial bay, plus a telephone,
library, and photocopy services, figure on about

F R E E $2,500 per month. Since each geographic area has

its own cost scale, use this figure only as a guide or

starting point.
M C L E Yet another option is renting an office in an exist-

ing law firm on a month-to-month basis. The law

FO R firm reduces its cost of operation this way, and,
depending on the practice areas of both the sub-ten-
ant (you) and the tenant (the law firm), there may
L P M T be an opportunity to refer work back and forth. Our Mission:
Also, in this arrangement you may be able to offer a To Improvethe

M EM B ERS I certain number of hours (10, for example) per Qua!ity of Law
- Practice Through

month in exchange for the space. This approach Effective M
would clearly reduce your monthly cash outlay. s LCIE e g
. and Technology
continued on page 7

Our website can be found at www.calbar.org/lpmt — the new user ID and password is your Bar number for both.
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Equipment, Supplies, and More

After you’'ve obtained the space, you'll need to furnish
it. In some cases, you will be able to rent a furnished
office. If not, you'll need to either rent or purchase furni-
ture. That furniture will include your desk and chair,
client chairs (two minimum), a couch, filing cabinet(s),
side table, and other related items depending on the size
of the office and your personal taste. (Suggestion: Do not
use your couch and chairs to store your “active’ files, no
matter how tempting!)

If you are in your own office as contrasted to a suite with
other professionals, order the requisite number of tele-
phones: your primary office phone on your desk, another
phone on the side table in easy reach for your clients to
use, and a phone for the receptionist. Use a phone system
with al the bells and whistles and learn how to use them;
this will make you money! The telephone is the least-
expensive mode of marketing. Pay attention to both it (the
phone system) and your telephone policies.

Start up costs aso include stationery and other office
supplies. Don't scrimp on stationery or business cards;
these items are your eyes to the world. They are often
your image before the prospect ever sees you. You can
contact Stuart F. Cooper Co. (www.sfcooper.com), one of
the largest engravers in the legal community, to get these
supplies, including the design of your logo and firm
name. Another $500 should be sufficient here for your
initial supply, perhaps slightly more if you include print-
ed announcements.

Library costs used to be a large expense item. Today,
you can get much of your research needs without books
(and without the real estate space to house them) by con-
tacting WestGroup, Lexis, Loislaw, and others for elec-
tronic access to huge libraries of information. You may
still want to acquire some books in hard copy and keep
them close to your desk for frequent use. These include
form books, treatises in your specialty practice area, and
the like. The space required for these books will be sub-
stantially lessthan in earlier days.

Technology will be one of the large start-up costs. The
latest and greatest versions of a computer (PC or laptop
with built-in fax), printer, monitor, scanner, and related
items can be purchased for less than $10,000, or depend-
ing on your needs, less than $5,000. This hardware typi-
cally comes with some software for word processing and
spreadsheets already installed.

Other software requirements vary depending on your
needs. The price can go from a few hundred dollars for
the basics including QuickBooks or another accounting
package or practice specialty item (family law, for exam-
ple) to several thousands of dollars for technical or
uniquely specialized programs (litigation support pro-
grams, desktop managers, and so on). And here, don’t be
fooled by the initial cost of the software. The real and
larger cost is the time and effort required to learn how to
use the software effectively and efficiently. Also, don’t
forget to add in the time necessary to get your staff over
theinitial learning curve.

Let’s turn to the Internet. Clearly, in today’s world, you
need to be connected. While this charge may not be more
than $50 per month, that is just the first step. You should
build awebsite and maintain it. The design cost here may
be as little as a few hundred dollars or as much as
$10,000, depending on the nature of your practice and the
level of sophistication of your prospective clients; the
greater their sophistication, the greater must be the
sophistication of your site. And then there is the monthly
or yearly site maintenance fee that should include period-
ic, but simple, changes to the site. This may cost another
$100 to $300 per quarter. And, again depending on your
prospective clientele, you may need to get into the more
sophisticated, and more expensive, Intranet capability.

“Road Warrior” equipment such as cell phones, personal
information managers (PIMs), personal digital assistants
(PDAS) such as Pam Pilot, iCompag, and others; e-mail
equipment (BlackBerry, for example), and the like can be
expensive, costing as much as another $2,000 for the severd
units you may want. Even combining a cell phone and a
PDA will, by itself, till cost at least $500 in today’s market.
And, there is a monthly charge to operate these units. This
charge can vary significantly depending on your usage.

Insurance
Before you open your doors to business, there is anoth-
er major expenditure: errors and omissions insurance.
Many lawyers are not currently attracting enough busi-
ness in terms of fee-paying clients to meet all their
expenses on a regular basis. They are thus forced to go
without malpractice insurance, also called “going bare.”
If you have nothing to lose, or if you have no assets such
as a house or securities account, then your downside may
continued on page 8
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not be that great if you are sued by a client and have a
judgment entered against you. However, this is not an
appealing prospect.

It is better to carry an insurance policy. Consider it just
another cost of doing business. And, as a new lawyer,
there are insurance companies that provide coverage at
nominal rates because they figure you don’'t have a long
history of mistakes behind you, and you're probably as
current with the law as anyone can be, having recently
left law school. If you' ve been in practice for awhile, the
cost of the insurance coverage may be upwards of $2,500
per year, depending on your practice area.

Other important insurance policies that should be consid-
ered are; general liability, sexua harassment, and business
interruption. These three, separately or together, will add to
your protection and should cost from $500 to $1,500 total.

Employee Compensation

While you could practice truly alone for a while, you
will eventually need a secretary and, hopefully, a filing
clerk and paralegal; perhaps even an associate. In the
early stages of your practice, staff personnel can be hired
on a part-time basis for, say, 20 hours per week, spread
out during the week.

Later, you may want to engage another attorney, with-
out the concomitant overhead. One way to do this, at
least until you bring in enough work on aregular basis to
afford hiring afull-time associate, isto hire contract legal
work. There are lawyers who, for life-style or other rea-
sons, don’t want to work full-time. They are good
lawyers and are willing to work for fees in the area of
$50 per hour. When you can charge your clients $100, or
more, for this work, you are way ahead of the game. You
not only save on overhead, but you avoid a long-term
commitment before being ready to make it because of the
lack of certainty of repeat business.

Marketing Expenses

Another out-of-pocket expense item is the cost of mar-
keting. Marketing aso called “practice development” sim-
ply means getting and keeping clients. Some marketing,
like advertising, is obvious. Other forms are not.
Developing and distributing brochures and announcements
for your practice, travel and entertainment to network with
prospective clients, public speaking, leading seminars,
publishing newsletters, maintaining a website...these are

After reading this article, you can earn MCLE
credit by completing the test on pages 9

Opening zour own ofFice continued from page 7

al marketing activities. And, they al cost money.

While marketing is an essential part of starting and
maintaining a law practice, the key to controlling its
costs is this: marketing has to be carefully planned. Don’t
make decisions to spend money on advertising or
brochures on the spur of the moment. A well-conceived
marketing plan takes into account the firm’s goals and
direction and considers all marketing options in coming
up with the most appropriate strategy.

The Cost of Accounts Receivable

Another expense in starting a law practice that is little
discussed is the impact of creating and carrying accounts
receivable. The average length of time it takes a client to
pay alawyer’s hill is about 120 days, according to sever-
a statistics I’ ve seen. Let’s see how this develops.

First, it takes you 30 days to do the work and get a
billing statement out of your office, assuming the best of
circumstances. It will take the client at least 30 days to
process payment. That's 60 days. And, if it takes you, or
the client longer to process the statement or payment,
voilal you're at 120 days. There are ways to reduce this
figure, but let's work from the average so we can assure
your survival and success. Thus, for at least the first four
months, you will not be collecting any revenue! And, that
assumes that you can get a fee-paying, economically
viable and satisfied client on the first day (or at least the
first few days) of opening your door. This absence of rev-
enue, while not an expense, must be considered in deter-
mining the cost of opening your law office.

One way to soften this blow is with a reserve of fund-
ing. Whether from savings or a loan, a good Rule of
Thumb is: After your initial start-up costs, have areserve
of money equal to your anticipated first six months of
cash outflow. That amount should be calculated by using
both the office expenses anticipated and your living
expenses (taking into account that there will be no com-
pensation from the law practice during thistime).

Keeping Track

All this expense (and revenue) information should be
plotted onto a spreadsheet month by month for the next
18 months, and maintained on a rolling calendar basis.
When you get the information for last month and compare
the actuals with the projected, you then go to the end of

continued on page 16
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HOW TO RECEIVE MCLE CREDIT

After reading the MCLE credit article, complete the following test to receive 1.00 hours of MCLE credit

= Answer the test questions on the form below. Each question has only one answer. « Mail form and a $20 processing fee (No fee for LPMT
Members) to: LPMT Section, State Bar of California, 180 Howard Street, San Francisco, CA 94105-1639 = Make checks payable to LPMT
= Correct answers and a CLE certificate will be mailed to you within eight weeks.

NAME EMAIL FAX
STATE BAR NUMBER LAWFIRM/ORGANIZATION
ADDRESS/STATE/ZIP

CERTIFICATION: The State Bar of California certifies that this activity conforms to the standards for approved education activities prescribed by the rules and regula-
tions of the State Bar of California governing minimum continuing legal education. This activity has been approved for the minimum continuing education credit by
the State Bar of California in the amount of 1.00 hours which will apply to Law Practice Managment.

QUESTIONS: COST OF OPENING YOUR OWN OFFICE

1. What's the least expensive space to work from?

2. Name one or more disadvantages of working from home?

3. What is “barrister” or “executive” space?

4. Name one or more advantages of renting an office in an
existing law firm?

5. The telephone is the least-expensive mode of marketing.
True False

6. You can get much of your legal research needs met without books.
True False

7. As an expense area, technology is one of the smallest in
terms of start-up costs for a law firm.
True False

8. The real and larger cost of software is the time and effort

required to learn how to use it effectively and efficiently.
True False

9. What does PIM mean? What about PDA?

10. What factor or factors determine the cost of building and
maintaining a law firm website?

11. What is it called when a lawyer practices without having
malpractice insurance?

12. Besides malpractice insurance, what are three other
important types of insurance policies lawyers should consid-
er having?

LPMT

13. In the early stages of your practice, staff personnel can
be hired on a part-time basis spread out during the week.
True False

14. What are one or two advantages of hiring contract legal
work versus engaging another attorney?

15. What is the simple definition of “marketing™?
16. What is the key to controlling marketing costs?

17. What is the average length of time it takes a client to pay
a lawyer’s bill?

18. What is the “Rule of Thumb” for determining how much
reserve funding is needed for a law-firm start-up?

19. How many months should a rolling financial spreadsheet
contain?

20. What is the final, non-financial cost consideration for
opening a law office?

the bottom line volume 23, no. 6 december 2002



OFFICIAL

PUBLICATION OF THE
STATE BAR OF CALIFORNIA
LAW PRACTICE
MANAGEMENT AND
TECHNOLOGY SECTION

EXECUTIVE
COMMITTEE
Robert N. Kohn, Chair, Los Angeles
Carole A. Levitt, Vice Chair,

Los Angeles
Andrew J. Beechko, Irvine
Richard P. Carlton, San Rafael
Adam T. Ettinger, San Francisco
Stephen I. Gassner, Ontario
Craig E. Holden, Los Angeles
Irwin D. Karp, Sacramento
Robert W. Kubacki, Redlands
Alexander H. Lubarsky, San Mateo
Annette Ohanganian, Monterey Park
Edward Poll, Los Angeles
James F. Robinson, Redondo Beach
Dana Simmons, Pleasant Hill
Frederick K. Taylor, San Diego
Marcia W. Wainess, Los Angeles

SPECIAL ADVISORS
Ida O. Abbott, Oakland
David M. Bell, Past Chair,

San Francisco
Albert P. Barsocchini, San Anselmo
Russell Jackman, Tiburon
Judd Kessler, Past Chair, San Diego

THE BOTTOM LINE
Editor

Jeanna Steele, San Francisco
Editorial Committee

Karen Jones, Palo Alto

James Otto, Los Angeles

Deanna A. Pepe, Legal

Secretaries, Inc

Norma Piatt, CEB

Maria D. Villa, Los Angeles
Carol Banks, Section Coordinator
Larry Doyle, Sections Leg. Rep.
Hilal Sala, Production

We solicit original manuscripts,
which should be typed double-spaced
on 8 1/2 x 11 paper, and limited to 1,250
to 2,500 words. Authors should provide
sufficient information to permit ade-
quate identification in the publication.
We also request a 3.5 inch diskette
with a copy of the article in either text,
WordPerfect or Word format. The edi-
torial staff reserves the right to edit
submitted manuscripts as necessary.
Edited manuscripts will be sent to
authors for approval only where exten-
sive revision might affect an article’s
substance. Strict publication deadlines
do not allow time to send proof to
authors. Manuscripts should be sent
to: LPMT ¢/o California State Bar, 180
Howard Street, San Francisco, CA
94105-1639, e-mail: [pm@nbn.com

In most cases, we can grant reprint
permission to recognized professional
organizations. Inquiries regarding sub-
scriptions, etc. should be addressed to
Carol Banks, State Bar of California,
180 Howard Street, San Francisco,

CA 94105-1639.

opening your own offiCe coNTINUED FROM PAGE 8
T

-

the 18 months and add the next month, thereby
always maintaining an 18-month projection.

Psychology tells us that we tend to achieve what
we visualize. Or, said from the perspective of the
avid cyclist that | am, my bike tends to go where |
look. If 1 look only at the road directly in front of
my wheel, | can easily crash. If | look further
down the road, | will reach that spot even if there
isacurvein the road.

To help you keep track of your costs, use aform
by creating your own Excel spreadsheet. You can
also purchase business planning books such as
The Profitable Law Office Handbook: Attorney’s
Guide to Successful Business Planning, written by
the author.

Needed Support
A final cost consideration for opening a law
office is not realy financial in nature. You must

LPMT

have the support of your family, your spouse, or
your significant other. Without their emotional
support, you will not have the peace of mind nec-
essary to succeed. Do not dismiss this aspect as
being assumed or insignificant. With the emotional
(and sometimes financial) support of your loved
ones, you can conquer the world.
Best wishes and good luck with your success!

Edward Poll, J.D., M.B.A., CMC, is a certified manage-
ment consultant and coach who advises attorneys and law
firms on how to deliver their services more profitably. He is
the author of Attorney & Law Firm Guide to The Business
of Law: Planning & Operating for Survival & Growth, 2nd
Ed., (ABA, 2002), and Collecting Your Fee: Getting Paid
from Intake to Invoice (ABA, 2002). He is also the creator
of Law Practice Management Review: The Audio Magazine
for Busy Attorneys. To make suggestions or comments
about this article, call (800) 837-5880 or send an e-mail to
edpoll @lawbiz.com. You can also order a free e-zine or

FREE MCLE FOR LPMT MEMBERS!
After reading this article, you can earn MCLE
credit by completing the test on page 9
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